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REPORT  OF   INDEPENDENT  ACCOUNTANTS 


Board  of  Directors  of 
Government  Land  Bank: 

We  have  audited  the  accompanying  balance  sheets  of 
Government  Land  Bank  as  of  June  30,   1990  and  1989,  and  the  related 
statements  of  revenues  and  expenses,  changes  in  contributed  capital 
and  accumulated  surplus,  and  cash  flows  for  the  years  then  ended. 
These  financial  statements  are  the  responsibility  of  the  Company's 
management.     Our  responsibility  is  to  express  an  opinion  on  these 
financial  statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  generally 
accepted  auditing  standards.     Those  standards  require  that  we  plan  and 
perform  the  audits  to  obtain  reasonable  assurance  about  whether  the 
financial  statements  are  free  of  material  misstatement.     An  audit 
includes  examining,  on  a  test  basis,  evidence  supporting  the  amounts 
and  disclosures  in  the  financial  statements.     An  audit  also  includes 
assessing  the  accounting  principles  used  and  significant  estimates 
made  by  management,   as  well  as  evaluating  the  overall  financial 
statement  presentation.     We  believe  that  our  audits  provide  a 
reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above 
present  fairly,  in  all  material  respects,  the  financial  position  of 
Government  Land  Bank  as  of  June  30,   1990  and  1989,   and  the  results  of 
its  operations  and  its  cash  flows  for  the  years  then  ended,  in 
conformity  with  generally  accepted  accounting  principles. 


Boston,  Massachusetts 
August  17,  1990 
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in  2015 
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GOVERNXENT  LAND  BANK 
BALANCE  SHEETS 
June  30,   1990  and  1989 


ASSETS  1990    -  1989 

Cash  and  cash  equivalents 

(Notes  B  and  C)  $18,931,617  $19,380,913 

Investments  (Note  C)  28,736,769  27,931,198 
Grant  receivable  from  the  Commonwealth 

(Note  H)  77,233  91,478 

Interest  receivable   (Notes  D  and  K)  1,674,392  1,680,979 

Projects'  accounts  receivable  44,401  18,770 

Mortgages  receivable,  net  (Note  D)  17,474,733  19,250,388 

Other  real  estate  owned  (Note  E)  235,000 

Projects  in  progress  338,225  153,513 

Prepaid  expenses  195,280  225,878 
Fixed  assets,  at  cost  less  accumulated 

depreciation  of  $117,250  in  1990  and 

$114,150  in  1989   23  ,  807   45,  657 

Total  assets  $67,731,457  $68,778,774 

LIABILITIES  AND  FUND  EQUITY 

Amount  due  the  Commonwealth  (Note  H)  -  5,996,643 

Accrued  interest  payable   (Note  G)  8,442,246  7,689,696 

Bonds  payable  (Notes  G  and  J)  23,540,289  21,106,700 

Taxable  bonds,   1987  series   (Note  H)  20,010,000  23,985,000 

Other  liabilities   (Note  L)  867,988  777,312 

Deferred  revenue   (Note  K)  556,328  455,423 

Total  liabilities  53,416,851  60,010,774 

Commitments  and  contingencies 
(Notes  I  and  L) 

Contributed  capital  and  accumulated 

surplus   (Note  J)  14 ,314 ,606  8,768,000 

Total  liabilities,  contributed 
capital  and  accumulated 

surplus  $67,731,457  $68,778,774 


The  accompanying  notes  are  an  integral 
part  of  the  financial  statements. 


GOVERNMENT  LAND  BANK 
STATEMENTS  OF  REVENUE  AND  EXPENSES 
for  the  years  ended  June  30,   1990  and  1989 


1990 

1989 

Interest  income: 

Investment  interest 

Interest  on  mortgages  (Note  D) 

$3,906,554 
1,368,264 

$  4, 
1, 

186,685 
466,851 

5,274,818 

5, 

653,536 

Interest  expense  (Note  G) 

1,108,819 

I, 

216,396 

Net  interest  income 

4, 165,999 

4, 

437, 140 

Other  income 

90,502 

40,896 

Total  income 

Operating  expenses: 

Salaries  and  related  employee  expenses 
Rent  and  utilities 
Professional  fees 
Communications 

Depreciation  and  cimortization 
Other  administrative 
Provision  for  loan  loss 
Grant  expenditures   (Note  L) 


State  grants  -  contract  assistance 

(Note  H) 
Interest  expense  (Note  H) 

Net  contract  assistance 

Excess  revenue  (expenses) 


4,256,501 


624,  128 
140, 035 
213,640 
44,445 
71,981 
86,304 
730,731 
773,631 

2,684,895 


5,985,273 
(2,010,273) 

3,975,000 

$5,546,606 


4,478,036 


541,469 
132,640 
190,353 
15,426 
73,724 
68,248 
304,632 
2,986,389 

4,312,881 


(2,341,642) 
(2,341,642) 
$(2, 176,487) 


The  accompanying  notes  are  an  integral 
part  of  the  financial  statements. 
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GOVERNMENT  LAND  BANK 

STATEMENTS  OF  CHANGES   IN  CONTRIBUTED  CAPITAL 
AND  ACCUMULATED  SURPLUS 

for  the  years  ended  June  30,   1990  and  1989 


Balance,  June  30,   1988  $  9,602,559 

Relief  of  general  obligation  bonds 
payable  by  The  Commonwealth  of 

Massachusetts   (Note  J)  1,341,928 

Excess  expenses  for  the  year  ended 

June  30,   1989  (2,176,487) 

Balance,  June  30,   1989  $8,768,000 

Excess  revenue  for  the  year  ended 

June  30,   1990  5,546,606 

Balance,  June  30,   1990  $14 ,314 ,606 


The  accompanying  notes  are  an  integral 
part  of  the  financial  statements. 
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GOVERNMENT  LAND  BANK 
STATEMENTS  OF  CASH  FLOWS 
for  the  years  ended  June  30,   1990  and  1989 


1990 


1989 


Operating  income  (loss) 

Adjustments  to  reconcile  operating  Income 

to  net  cash  provided  by  operating 

actl V 1 tl es : 
Depreciation  and  amortization 
Provision  for  uncollectible  accounts 
Change  In  assets  and  liabilities: 

Grant  receivable  from  the  Commonwealth 

Interest  receivable 

Projects'  accounts  receivable 

Projects  in  progress 

Mortgages  receivable 

Other  real  estate  owned 

Prepaid  expenses 

Amount  due  the  Commonwealth 

Interest  pa/able 

Other   I i  abl I  1 ti  es 

Deferred  revenue 

Total  adjustments 

Net  cash  provided  by  operating  activities 

Cash  flows  from  capital   and  related  financing 
acti  vl ti  es : 

Proceeds  from  issuance  of  general  obligation 
bonds 

Acquisition  of  capital  assets 
Principal  paid  on  general  obligation  bond 
maturities 

Principal   paid  on  taxable  bond  maturities 
Issuance  of  mortgages 
Principal   received  on  mortgages 

Net  cash  used  for  capital  and  related 
financing  activities 

Cash  flows  from  Investing  activities: 

Investment  in  marketable  securities,  net 

Net  cash  used  in  investing  activities 


Net  decrease  in  cash  and  cash  equivalents 
Cash  and  cash  equivalents  at  beginning 
of  year 

Cash  and  cash  equivalents  at  end  of  year 


S  5,546,606 


1(2,176,487) 


71,981 
730,731 

14,245 
6,587 
(25,631) 
(184,712) 
235,000 
(235,000) 
(12,577) 
(5,996,643) 
752,550 
90,676 
100,905 


2,900,000 
(6,374) 

(466,325) 
(3,975,000) 
(1,186,555) 
1,996,479 


(806,239) 


(4,451,888) 
1,094,718 


(737,775) 


(806,239) 
(449,296) 


»18,931,617 


73,724 
304,632 

6,017,121 
(641,235) 
24,764 
(20,233) 


(9,987) 
5,996,643 
860,930 
640,346 
455,423 


13,702,128 
11,525,641 


(31,389) 

(147,096) 
(3,655,000) 
(3,747,837) 
1,270,281 


(27,931,198) 


(6,311,041) 

(27,931,198) 
(22,716,698) 
42,097,511 
S19,380,913 


The  accompanying  notes  are  an  integral 
part  of  the  financial  statements. 
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GOVERNxMENT  LAND  BANK 
NOTES  TO  FINANCIAL  STATEMENTS 


The  Government  Land  Bank  (the  "Bank")   is  a  public  instrumentality 
created  by  Chapter  212  of  the  Acts  of  1975   (as  amended).     Its  purpose 
is  to  aid  public  agencies  or  private  enterprise  in  the  conversion  and 
redevelopment  of  surplus  federal  property  within  Massachusetts, 
surplus  state  property,  and  blighted  open,  decadent  or  substandard 
property.     The  Bank  receives  no  operating  appropriation  from  The 
Commonwealth  of  Massachusetts  but  has  access  to  $40,000,000  of 
Commonwealth  of  Massachusetts  general  obligation  bonds  and  notes  as  a 
source  for  funding  its  projects  and  operating  costs.     Under  Chapter 
130  of  the  Acts  of  1987,  the  Bank  is  authorized  to  issue  up  to 
$40,000,000  of  its  own  debt  which  is  secured  by  a  pledge  of  contract 
assistance  from  The  Commonwealth  of  Massachusetts  in  the  amount  of 
$6,000,000  a  year  over  seven  years  beginning  in  fiscal  year  1988  to 
pay  for  debt  service  obligations  of  the  Bank.     The  enabling 
legislation  for  the  Bank  expires  July  1,  1994. 


A.     Significant  Accounting  Policies; 
Revenue  Recognition 

Interest  income  is  recognized  as  earned.     For  mortgages 
receivable  with  interest  payments  in  arrears,  the  Bank  continues 
to  accrue  interest  until  such  time  as  the  mortgage  agreement  is 
restructured  or  the  interest  receivable  is  deemed  to  be 
uncollectible.     When  mortgages  are  restructured,  interest 
payments  in  arrears  are  aggregated  with  the  outstanding 
principal  balance  and  interest  is  accrued  on  the  new  principal 
balance . 

Reimbursement  for  mortgage  origination  costs  is  recognized  when 
the  loan  is  closed  and  serves  to  reduce  the  related  professional 
fees . 

Statement  of  Cash  Flows 

The  Bank  has  adopted  the  provision  of  Statement  of  Financial 
Accounting  Standard  No.   95,   "Statement  of  Cash  Flows,"  for  the 
year  ended  June  30,   1990.     Information  for  the  year  ended 
June  30,   1989  has  been  restated  for  comparability. 

Depreciation 

Fixed  assets  are  recorded  at  cost  and  consist  primarily  of 
office  equipment,   furniture  and  leasehold  improvements,  which 
are  depreciated  on  the  straight-line  method  over  an  estimated 
useful  life  of  3-5  years. 

Maintenance  and  repairs  are  charged  to  expense  when  incurred 
while  betterments  and  additions  are  capitalized. 


Continued 
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GOVERNMENT  LAND  BANK 
NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


Projects  in  Progress 

Costs,  excluding  Bank  salaries  and  related  employee  benefits, 
which  are  incurred  subsequent  to  the  Board  of  Directors'  project 
approval,  are  accumulated  and  capitalized  until  the  project  is 
completed  or  abandoned. 

Bonds  Payable 

Bonds  payable  are  recorded  at  date  of  issuance  by  The 
Commonwealth  of  Massachusetts. 

Prepaid  Bond  Expense 

Prepaid  bond  expense  is  amortized  over  the  life  of  the 
associated  bonds. 

Reclassification 

Certain  amounts  from  the  prior  year  have  been  reclassified  for 
comparative  purposes . 


B .     Cash  and  Cash  Equivalents ; 

Cash  and  cash  equivalents  consist  of  the  following  at  June  30, 
1990  and  1989: 

June  30,    1990     June  30,    19  8  9 


Commercial  account 
Money  market  accounts 
Certificates  of  deposit 
Corporate  bonds 
Corporate  notes 
Discount  notes 
Commercial  paper 
Repurchase  agreements 


17,848 
2,552,868 

711,060 
3,998,200 
6,749,713 
3,901,928 
1,000,000 


82,284 
6,067,612 
7,999,942 


5,231,075 


$18,931,617 


$19,380,913 


Except  for  the  commercial  and  money  market  accounts,  all  cash, 
cash  equivalents  and  investments  are  held  on  behalf  of  the  Bank  by 
the  Bank's  Trustees  and  custodians. 


Continued 
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GOVERNMENT  LAND  BANK 
NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


Investments ; 

Investments  are  valued  at  the  lower  of  aggregate  cost  or  market 
value  and  have  maturities  greater  than  ninety  days  from  fiscal 
year-end . 

The  following  is  a  summary  of  investments  held,  at  cost  and  market 
value,  at  June  30,   1990  and  1989: 

1990  1989 


Cost  Market                    Cost  Market 

State  and  local 
government 

series                  $       673,000  $       673,000           $       713,000           $  713,000 
Certificates  of 

deposit                            -  -                  10,000,000  10,033,053 

Corporate  notes            6,500,000  6,500,000 
Repurchase 

agreements              5,000,000  5,010,757 

Medium  term  notes       16,563,769  16,581,540              A, 988, 520  5,037,424 

Commercial  paper   -   -  12 . 229 , 678  12. 293 , 906 

$28,736,769  $28,765.297           $27,931,198  $28.077.383 


At  June  30,   1990  and  1989,  cash,  cash  equivalents  and  investments 
of  $22,498,536  and  $14,541,001,  respectively,  was  restricted  for 
such  purposes  as  specific  mortgage  commitments,  repayment  of 
certain  bonds  payable  (Note  G)  and  mortgage  tax,   insurance  and 
replacement  escrows. 


D .     Mortgages  Receivable; 

Mortgages  and  loans  are  secured  by  a  first  or  shared  first 
position  in  the  underlying  or  related  property  except  for  one  loan 
collateralized  by  a  lien  on  bank  deposits. 

During  the  fiscal  years  ended  June  30,   1990  and  1989,  the  Bank 
restructured  mortgages  representing  an  aggregate  investment, 
including  accrued  interest  receivable,  of  $7,008,606  and  $870,090, 
respectively.     Interest  income  related  to  restructured  mortgages 
for  the  years  ended  June  30,   1990  and  1989  was  $510,125  and 
$65,581,  respectively. 

Mortgages  receivable  are  shown  net  of  an  allowance  for  loan  losses 
of  $866,638  and  $555,000  at  June  30,   1990  and  1989,  respectively. 
The  allowance  for  loan  losses  is  established  through  a  reserve  for 
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GOVERNMENT  LAND  BANK 
NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


loan  losses  charged  to  expense.     Loans  are  charged  against  the 
reserve  when  the  Bank  believes  the  collectibility  of  the  principal 
is  unlikely.     The  allowance  is  an  amount  that  the  Bank  believes 
will  be  adequate  to  absorb  possible  losses  on  existing  loans  that 
may  become  uncollectible,  based  on  evaluations  of  the 
collectibility  of  loans. 


E .     Other  Real  Estate  Owned; 

Other  real  estate  owned  represents  land  and  a  building  which  was 
foreclosed  on  by  the  Bank  in  May  1990.     At  that  time  the  Bank 
incurred  a  charge  of  $133,352  against  the  loan  loss  reserve  for 
the  difference  between  the  fair  market  value  and  the  mortgage 
outstanding.     In  May  1990,  a  memorandum  of  sale  was  signed  for  the 
sale  of  the  property  to  an  unrelated  third  party  for  $235,000  and 
is  contingent  on  the  buyer  fulfilling  the  terms  of  the  memorandum 
and  Land  Court  approval . 


F .     Outstanding  Commitments  and  Mortgages  Issued; 

The  Bank  was  committed  to  issuing  $21,574,484  and  $7,679,523  of 
mortgages  at  June  30,   1990  and  1989,  respectively.     The  Bank 
issued  mortgage  loans  aggregating  $1,186,555  during  fiscal  year 
1990  and  $3,747,837  in  fiscal  year  1989. 


G .     Bonds  Payable; 

Under  the  terms  of  Chapter  212  of  the  Acts  of  1975   (as  amended), 
the  Treasurer  of  The  Commonwealth  of  Massachusetts  is  authorized 
to  issue  general  obligation  notes  and  bonds  up  to  an  aggregate  sum 
of  $40,000,000  to  carry  out  the  purposes  of  the  Bank.  The 
obligation  for  the  repayment  of  principal  and  interest  to  the 
bondholders  rests  with  the  Commonwealth.     Principal  and  interest 
received  by  the  Bank,   less  certain  administrative  expenses,  on  the 
related  mortgages  receivable  for  the  bonds  classified  as 
industrial  development  bonds  or  private  activity  bonds  are 
deposited  into  the  Treasury  of  the  Commonwealth  and  credited  to 
the  Government  Land  Bank  Fund  (GLBF) . 

The  Government  Land  Bank  incurred  interest  expense  of  $1,108,819 
and  $1,216,396  in  1990  and  1989,  respectively.     Actual  interest 
paid  by  the  Bank  was  $303,764  in  1990  and  $374,629  in  1989. 

To  the  extent  that  sufficient  monies  are  not  available  in  the  GLBF 
to  make  scheduled  principal  and  interest  payments  of  the  general 
obligation  bonds  and  notes,  a  deficit  will  occur  in  the  GLBF  on 
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GOVERNMENT  LAND  BANK 
NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


the  books  of  The  Commonwealth  of  Massachusetts.     As  authorized  by 
the  General  Court  and  the  Governor  in  Chapter  471  of  the  Acts  of 
1984,  the  deficit  in  the  GLBF  can  be  cured  through  an 
appropriation  from  the  General  Court  or  by  a  vote  of  the  Bank's 
Board  of  Directors  from  reserves.     The  deficit  in  the  GLBF  as  of 
June  30,   1990  was  $13,624,633. 

Accrued  interest  payable  represents  the  total  ajnount  of  interest 
paid  by  The  Commonwealth  of  Massachusetts  on  general  obligation 
bonds  issued  to  carry  out  the  purposes  of  the  Bank  less  the 
amounts  of  interest  reimbursed  to  the  Commonwealth  by  the  Bank  and 
refunded  by  the  Commonwealth.     The  Bank  stops  accruing  interest  on 
bonds  when  it  no  longer  has  a  mortgage  interest  in  the  related 
property  and  will  no  longer  receive  principal  and  interest  on  the 
related  mortgage.     Previously  accrued  interest  payable  continues, 
however,  to  be  carried  forward. 

Bonds  payable  represents  the  total  amount  of  Commonwealth  of 
Massachusetts  general  obligation  bonds  issued  to  carry  out  the 
purposes  of  the  Bank  less  the  amount  of  principal  reimbursed  to 
the  Commonwealth  by  the  Bank  and  less  any  bonds  refunded. 

The  total  amount  of  outstanding  Commonwealth  of  Massachusetts 
general  obligation  bonds  issued  to  carry  out  the  purposes  of  the 
Bank  as  of  June  30,   1990  was  net  of  discount,   $18,375,281.  The 
difference  between  this  amount  which  is  carried  on  the  books  of 
The  Commonwealth  of  Massachusetts  and  $23,540,289  which  is 
reflected  in  the  financial  statements  of  the  Bank  represents 
principal  payments  made  by  the  Commonwealth  to  the  bondholders  in 
excess  of  principal  reimbursements  to  the  Commonwealth  by  the 
Bank. 
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GOVERNMENT  LAND  BANK 
NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


As  of  June  30/   1990  and  1989,  the  Bank's  liability  for  bonds 
payable  issued  by  The  Commonwealth  of  Massachusetts  on  behalf  of 
the  Bank  includes  the  following; 

1990  1989 


General  Obligation  Bonds: 


5. 

7Z  bonds  issued  in  1978  and  due  through  1988 

$  3, 517, 375(a) 

$  3, 519, 644(a) 

6. 

A-6.75Z  bonds  issued  in  1979  and  due 

through  1999 

3, 750, 552(a) 

3, 750, 616(a) 

6. 

9-8. 8Z  bonds  issued  in  1980  and  due 

through  1999 

4, 000, 000(a) 

4, 000, 000(a) 

7. 

75-9Z  bonds  issued  in  1980  and  due  through  1999 

2, 385, 000(a) 

2,385,000(3) 

0- 

11.75Z  bonds  issued  in  1982  and  due 

through  2002 

365, 169(a) 

365, 169(a) 

10 

. 75Z  bonds  issued  in  1982  and  due  through  2002 

540,044(0 

556,145(0) 

5. 

75-8. 75Z  bonds  issued  in  1983  and  due 

through  2003 

164,047(0) 

546.666(c) 

6. 

5-10. 75Z  bonds  issued  in  1984  and  due 

through  200A 

339, 740(b) 

339, 740(b) 

5. 

5-9. 6Z  bonds  issued  in  1984  and  due 

through  2004 

2, 021, 606(b) 

2, 021. 606(b) 

3. 

75-6. 6Z  bonds  issued  in  1986  and  due 

through  2006 

754, 952(d) 

763, 487(d) 

5. 

25-6. 6Z  bonds  issued  in  1986  and  due 

through  2006 

673.377(d) 

712, 973(d) 

5. 

75-7. 7Z  bonds  issued  in  1987  and  due 

through  2002 

2, 128, 427(d) 

2,145, 654(d) 

72 

'  bonds  issued  in  1990  and  due  2010 

2. 900, 000(e) 

$23,540.289  $21. 106. 700 


(a)  These  bonds  were  issued  by  The  Commonwealth  of 
Massachusetts  on  behalf  of  the  Bank  between  March  1,  1978 
and  May  12,  1982. 

(b)  During  the  year  ended  June  30,   1984,  The  Commonwealth  of 
Massachusetts  issued  $5,961,391  of  general  obligation  bonds 
which  were  applied  to  that  portion  of  the  deficit  resulting 
from  these  bonds  through  June  30,   1984.     This  was  applied 
to  $2,794,036  of  unpaid  principal  and  $3,167,355  of  unpaid 
interest.     This  $5,961,391  reduced  the  $40,000,000  in 
Commonwealth  of  Massachusetts  general  obligation  bonds 
available  to  the  Bank. 
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GOVERNMENT  LAND  BANK 
NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


(c)  These  bonds  have  been  classified  as  industrial  development 
bonds   ( IDBs ) . 

(d)  These  bonds  have  been  classified  as  private  activity  bonds. 

(e)  During  the  year  ended  June  30,   1990,  The  Commonwealth  of 
Massachusetts  issued  $2,900,000  of  general  obligation 
bonds,  the  proceeds  of  which  were  used  to  reimburse  the 
Bank  for  a  portion  of  the  Bank's  grant  expenditures^ 

Installments  due  on  the  general  obligation  bonds  by  The 
Commonwealth  of  Massachusetts  on  a  cash  basis,  during  each  of  the 
fiscal  years  subsequent  to  June  30,   1990,  and  until  the  expiration 
of  the  Bank's  enabling  legislation  are  as  follows: 

Principal  Interest  Total 


1991  $1,589,276  $1,410,854  $3,000,130 

1992  1,621,401  1,296,265  2,917,666 

1993  1,747,639  1,176,626  2,924,265 

1994  1,513,734  1,050,451  2,564,185 


H.     Taxable  Bonds,    1987  Series: 

In  December  1987,  the  Bank  issued  $32,275,000  of  Government  Land 
Bank  Taxable  Bonds,   1987  Series  pursuant  to  Chapter  130  of  the  Acts 
of  1987  and  pursuant  to  a  resolution  of  the  Bank  adopted  December 
17,   1987  entitled  "1987  Taxable  Bond  Resolution"  which  authorized 
the  Bank  to  issue  these  bonds  to  provide  financing  for  its  projects 
and  operating  costs.     In  connection  with  the  issuance  of  such  bonds 
and  by  Contract  for  Financial  Assistance  dated  October  27,  1987 
between  the  Bank  and  The  Commonwealth  of  Massachusetts,   and  a 
Designation  of  Debt  Service  Obligations  for  Contract  Assistance 
dated  December  17,   1987  pursuant  to  the  contract  and  resolution,  the 
Commonwealth  will  provide  all  funds  necessary,  through  contract 
assistance,  required  to  service  the  bonds.     Debt  service 
requirements  are  as  follows: 


Interest  Fiscal  Total  Contract 

Rate  Year  Principal  Interest  Assistance 


8.85  1991  $  4,335,000  $1,661,769  $  5,996,769 

9.20  1992  4,745,000  1,251,675  5,996,675 

9.35  1993  5,205,000  790,071  5,995,071 

9.55  1994  5,725,000  273,369  5,998,369 


$20,010,000        $3,976,884  $23,986,884 
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GOVERNMENT  LAND  BANK 
NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


Principal  payments  are  due  annually  while  interest  payments  are 
due  semiannually.     Contract  assistance  and  interest  expense 
includes  $77,233  and  $91,478  of  accrued  interest  as  of  June  30, 
1990  and  1989,  respectively.     Actual  interest  paid  by  the  Bank  wa 
$2,024,518  in  1990  and  $2,341,642  in  1989. 

On  June  30,   1989,  the  Board  of  Directors  of  the  Bank  approved  and 
authorized  a  payment  of  $5,996,643  to  The  Commonwealth  of 
Massachusetts  to  reimburse  the  Commonwealth  for  its  fiscal  year 
1989  contract  assistance  to  the  Bank  for  the  principal  and 
interest.     The  amount  was  remitted  in  July  1989. 


Rental  Commitments: 


Effective  October  1,   1986,  the  Bank  commenced  a  five-year  lease 
for  office  space  with  an  annual  rental  cost  of  approximately 
$111,000  plus  variable  assessments  for  real  estate  taxes  and 
operating  expenses. 


Office  rental  expense  was  $123,899 
ended  June  30,   1990  and  1989. 

Minimum  annual  noncancelable  lease 
subsequent  to  1990  are  as  follows: 


and  $117,727  for  the  years 
rentals  for  the  two  years 


1991 
1992 


$111,000 
27,750 


$138,750 


Bond  Refunding: 

During  fiscal  year  1989,  The  Commonwealth  of  Massachusetts 
refunded  certain  bonds  issued  on  behalf  of  the  Bank,  reducing  the 
carrying  value  of  these  bonds.     Previously  accrued  interest 
continues  to  be  carried  as  interest  payable.     Three  general 
obligation  bonds  were  affected  resulting  in  a  total  reduction  in 
the  amount  of  $1,341,928  principal  which  was  credited  to 
contributed  capital. 


Continued 
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GOVERNMENT  LAND  BANK 
NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


Deferred  Revenuf^; 

Included  in  accrued  interest  rece  ivable  and  deferred  revenue  is 
$556,328  and  $455,423  at  June  30,   1990  and  1989,  respectively,  of 
deferred  interest  on  two  mortgages.     These  amounts  represent  the 
cumulative  difference  between  the  fixed  accrual  and  the  annually 
adjustable  payment  interest  rates.     The  interest  will  become  due 
and  payable  upon  the  occurrence  of  certain  events . 


Grant  Expenditures; 

The  Bank  entered  into  a  grant  agreement  dated  December  14,  1988 
with  the  Lawrence  Redevelopment  Authority  for  the  purpose  of 
funding  site  improvements  related  to  the  relocation  of  Emerson 
College,  referred  to  as  the  Riverfront  Urban  Renewal  project.  The 
bank  agreed  to  finance  up  to  $3,825,000  in  costs,  to  be  fully 
reimbursed  by  The  Commonwealth  of  Massachusetts  from  the  proceeds 
of  general  obligation  bonds  to  be  issued  after  all  related  costs 
have  been  incurred.     During  the  fiscal  year,  Emerson  College 
abandoned  its  plans  to  relocate;  however,  the  Bank  was  still 
committed  to  its  grant  agreement  and  at  June  30,   1990,  the  Bank's 
role  was  complete.     Construction,  architectural  and  engineering, 
and  related  retainage  costs  incurred  totaled  $3,760,000,  $773,000 
of  which  was  incurred  in  fiscal  year  1990.     During  the  fiscal 
year,  the  Bank  received  from  the  Commonwealth  $2,900,000,  the 
proceeds  of  a  bond  issue  to  fund  fiscal  year  1989  costs. 
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GOVERNI^NT  LAND  BANK 


FINANCIAL  STATEMENTS  ^^Of^^^l^T^ 
for  the  years  ended  June  30,   1991  ^g/Jf^^lSS^^  6 


Coo  DGTS  certified  public  accountants 

&LyDrand 


REPORT  OF  INDEPENDENT  ACCOUNTANTS 


Board  of  Directors  of 
Government  Land  Bank: 

We  have  audited  the  accompanying  balance  sheets  of 
Government  Land  Bank  as  of  June  30,   1991  and  1990,   and  the  related 
statements  of  revenue  and  expenses,  changes  in  contributed  capital  and 
accumulated  surplus,   and  cash  flows  for  the  years  then  ended.  These 
financial  statements  are  the  responsibility  of  the  Company's 
management.     Our  responsibility  is  to  express  an  opinion  on  these 
financial  statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  generally 
accepted  auditing  standards.     Those  standards  require  that  we  plan  and 
perform  the  audits  to  obtain  reasonable  assurance  about  whether  the 
financial  statements  are  free  of  material  misstatement.     An  audit 
includes  excimining,  on  a  test  basis,  evidence  supporting  the  amounts 
and  disclosures  in  the  financial  statements.     An  audit  also  includes 
assessing  the  accounting  principles  used  and  significant  estimates 
made  by  management,  as  well  as  evaluating  the  overall  financial 
statement  presentation.     We  believe  that  our  audits  provide  a 
reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above 
present  fairly,  in  all  material  respects,  the  financial  position  of 
Government  Land  Bank  as  of  June  30,   1991  and  1990,   and  the  results  of 
its  operations  and  its  cash  flows  for  the  years  then  ended,  in 
conformity  with  generally  accepted  accounting  principles. 


Boston,  Massachusetts 
August  30,  1991 


GOVERNMENT  LAND  BANK 
BALANCE  SHEETS 
June  30,   1991  and  1990 


ASSETS  1991  1990 

Cash  and  cash  equivalents 

(Notes  B  and  C)  $16,984,617  $18,931,617 

Investments  (Note  C)  31,876,433  28,736,769 
Grant  receivable  from  the  Commonwealth 

(Note  H)  61,248  77,233 

Interest  receivable   (Notes  D  and  J)  1,620,742  1,674,392 

Projects'  accounts  receivable  84,072  44,401 

Mortgages  receivable,  net  (Note  D)  19,678,611  17,474,733 

Other  real  estate  owned  (Note  E)  -  235,000 

Projects  in  progress  290,879  338,225 

Prepaid  expenses  149,685  195,280 
Fixed  assets,   at  cost  less  accumulated 

depreciation  of  $132,654  in  1991  and 

$117,250  in  1990   9,655  23,807 

Total  assets  $70,755,942  $67,731,457 


LIABILITIES  AND  FUND  EQUITY 

Accrued  interest  payable  (Notes  G  and  H)  9,267,393  8,442,246 

Bonds  payable  (Note  G)  24,298,715  23,540,289 

Taxable  bonds,   1987  series   (Note  H)  15,675,000  20,010,000 

Other  liabilities  573,813  867,988 

Deferred  revenue  (Note  J)  657,233  556 , 328 

Total  liabilities  50,472,154  53,416,851 

Commitments  and  contingencies 
(Notes  I  and  K) 

Contributed  capital  and  accumulated 

surplus  20,283,788  14,314,606 

Total  liabilities,  contributed 
capital  and  accumulated 

surplus  $70,755,942  $67,731,457 


The  accompanying  notes  are  an  integral  part 
of  the  financial  statements. 


GOVERNMENT  LAND  BANK 
STATEMENTS  OF  REVENUE  AND  EXPENSES 
for  the  years  ended  June  30,   1991  and  1990 


1991 

1990 

Interest  income: 

Investment  interest 

Interest  on  mortgages   (Note  D) 

$3,773,206 
1,441,065 

$3 
1 

,906,554 
,368,264 

5,214,271 

5 

,274,818 

Interest  expense  (Note  G) 

1,133,373 

1 

,108,819 

Net  interest  income 

4,080,898 

4 

,165,999 

Other  income 

71,903 

90,502 

Total  income 

4,152,801 

4 

,256,501 

Operating  expenses: 

Salaries  and  related  employee  expenses 
Rent  and  utilities 
Professional  fees 
Communications 

Depreciation  and  amortization 
Other  administrative 
Provision  for  loan  loss 
Grant  expenditures   (Note  K) 

676,956 
139, 106 
438,727 
16,630 
58,681 
114,632 
1, 073, 887 

624,  128 
140,035 
213,640 
44,445 
71,981 
86,304 
730,731 
773,631 

2,518,619 

2 

,684,895 

State  grants  -  contract  assistance 

(Note  H) 
Interest  expense  (Note  H) 

5,980,783 
(1,645,783) 

5 
(2 

,985,273 
,010,273) 

Net  contract  assistance 

4,335,000 

3 

,975,000 

Excess  revenue 

$5,969,182 

$5 

,546,606 

The  accompanying  notes  are  an  integral  part 
of  the  financial  statements. 


GOVERNMENT  LAND  BANK 

STATEMENTS  OF  CHANGES  IN  CONTRIBUTED  CAPITAL 
AND  ACCUMULATED  SURPLUS 

for  the  years  ended  June  30,   1991  and  1990 


Balance,  June  30,   1989  $  8,768,000 

Excess  revenue  for  the  year  ended 

June  30,   19  90  5,546,606 

Balance,  June  30,   1990  14,314,606 

Excess  revenue  for  the  year  ended 

June  30,   1991  5,969, 182 

Balance,  June  30,   1991  $20,283,788 


The  accompanying  notes  are  an  integral  part 
of  the  financial  statements . 
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GOVERNMENT  LAND  BANK 
STATEMENTS  OF  CASH  FLOWS 
for  the  years  ended  June  30,   1991  and  1990 


1991 


1990 


Jperiting  lncom« 

Idjustments  to  reconcl !•  operating  income 

to  n«t  cash  provided  by  operating 

activities: 
Depreciation  and  amortization 
Net  amortization  of  investflvent  premiums 
Provision  for  uncollectible  accounts 
Change  in  assets  and  liabilities: 

Grant  receivable  from  the  Commonwealth 

Interest  receivable 

Projects'  accounts  receivable 

Projects  in  progress 

Mortgages  receivable 

Other  real  estate  owned 

Prepaid  expenses 

Amount  due  the  Commonwealth 

Interest  payable 

Other  I i  abi I i  ti  es 

Deferred  revenue 

Total  adjustments 

(^•t  cash  provided  by  operating  activities 

Cash  flows  from  capital  and  related  financing 
acti  V  i  ti  es : 

Proceeds  from  issuance  of  general  obligation 
bonds 

Acquisition  of  capital  assets 
Principal  paid  on  general  obligation  bond 
matur i  ti  es 

Principal   paid  on  taxable  bond  maturities 

Issuance  of  mortgages 

Principal   received  on  mortgages 

Proceeds  from  sale  of  foreclosed  property 

Net  cash  used  in  capital  and  related 
financing  activities 

Cash  flows  from  investing  activities: 
Investment  in  marketable  securities,  net 

Net  cash  used  in  investing  activities 

Net  decrease  in  cash  and  cash  equivalents 

Ctsh  and  cash  equivalents  at  beginning 
of  year 

Cish  and  cash  equivalents  at  end  of  year 


B8,681 
112,160 
1,073,887 

15,985 
63,650 
(39,671) 
■47,346 


45,595 

825,147 
(29-4,175) 


915,422 
(1,138) 

(166,909) 
(4,335,000) 
(4,301,176) 
979,933 


(3.251.824) 


S  6,969,182 


1.999.510 
7,968,692 


(6,663,868) 

(3.251.824) 
(1.947.000) 

18,931,617 
tl6.984,617 


t  71,981 

730,731 

14,245 
6,587 
(25,631) 
(184,712) 
235,000 
(235,000) 
(12,577) 
(5,996,643) 
762,650 
90,676 


S  6,646,606 


2,900,000 
(6,374) 

(466,325) 
(3,975,000) 
(1,186,655) 
1,996,479 


(806,239) 


(4,451,888) 
1,094,718 


(737,776) 


(806,239) 
(449,296) 


118,931,617 


The  accompanying  notes  are  an  integral 
part  of  the  financial  statements. 
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GOVERNMENT  LAND  BANK 
NOTES  TO  FINANCIAL  STATEMENTS 


The  Government  Land  Bank  (the  "Bank")   is  a  public  instrumentality 
created  by  Chapter  212  of  the  Acts  of  1975  (as  amended).     Its  purpose 
is  to  aid  public  agencies  or  private  enterprise  in  the  conversion  and 
redevelopment  of  surplus  federal  property  within  Massachusetts, 
surplus  state  property,  and  blighted  open,  decadent  or  substandard 
property.     The  Bank  receives  no  operating  appropriation  from  The 
Commonwealth  of  Massachusetts  but  has  access  to  $40,000,000  of 
Commonwealth  of  Massachusetts  general  obligation  bonds  and  notes  as  a 
source  for  funding  its  projects  and  operating  costs.     Under  Chapter 
130  of  the  Acts  of  1987,  the  Bank  is  authorized  to  issue  up  to 
$40,000,000  of  its  own  debt  which  is  secured  by  a  pledge  of  contract 
assistance  from  The  Commonwealth  of  Massachusetts  in  the  amount  of 
$6,000,000  a  year  over  seven  years  beginning  in  fiscal  year  1988  to 
pay  for  debt  service  obligations  of  the  Bank.     The  enabling 
legislation  for  the  Bank  expires  July  1,  1994. 


A.     Significant  Accounting  Policies; 
Revenue  Recognition 

Interest  income  is  recognized  as  earned.     For  mortgages 
receivable  with  interest  payments  in  arrears,  the  Bank  continues 
to  accrue  interest  until  such  time  as  the  mortgage  agreement  is 
restructured  or  the  interest  receivable  is  deemed  to  be 
uncollectible.     When  mortgages  are  restructured,  interest 
payments  in  arrears,  net  of  any  amounts  deemed  uncollectible, 
are  aggregated  with  the  outstanding  principal  balance  and 
interest  is  accrued  on  the  new  principal  balance. 

Reimbursement  for  mortgage  origination  costs  is  recognized  when 
the  loan  is  closed  and  serves  to  reduce  the  related  professional 
fees . 

Depreciation 

Fixed  assets  are  recorded  at  cost  and  consist  primarily  of 
office  equipment,   furniture  and  leasehold  improvements,  which 
are  depreciated  on  the  straight-line  method  over  an  estimated 
useful  life  of  3-5  years. 

Maintenance  and  repairs  are  charged  to  expense  when  incurred 
while  betterments  and  additions  are  capitalized. 


Continued 
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GOVERNMENT  LAND  BANK 
NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


Projects  in  Progress 

Costs,  excluding  Bank  salaries  and  related  employee  benefits, 
which  are  incurred  subsequent  to  the  Board  of  Directors'  project 
approval,  are  accumulated  and  capitalized  until  the  project  is 
completed  or  abandoned. 

Bonds  Payable 

Bonds  payable  are  recorded  at  date  of  issuance  by  The 
Commonwealth  of  Massachusetts. 

Prepaid  Bond  Expense 

Prepaid  bond  expense  is  amortized  over  the  life  of  the 
associated  bonds. 


B .     Cash  and  Cash  Equivalents; 

Cash  and  cash  equivalents  consist  of  the  following  at  June  30, 
1991  and  1990: 

1991  1990 

Commercial  account                                     $         11,320  $  17,848 

Money  market  accounts                                 10,687,672  2,552,868 

U.S.  Agency  discount  notes  985,625  6,749,713 
Commercial  paper,  corporate  bonds 

and  notes                                                  3,300,000  8,611,188 

Repurchase  agreements                                  2 ,000,000  1 , 000,000 

$16,984,617  $18,931,617 


Except  for  the  commercial  and  money  market  accounts,   all  cash, 
cash  equivalents  and  investments  are  held  on  behalf  of  the  Bank  by 
the  Bank's  Trustees  and  custodians. 


Continued 
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GOVERNMENT  LAND  BANK 
NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


C .     Investments ; 

Investments  are  valued  at  the  lower  of  aggregate  cost  or  market 
value  and  have  maturities  greater  than  ninety  days  from  fiscal 
year-end . 

The  following  is  a  summary  of  investments  held,  at  cost  and  market 
value,  at  June  30,   1991  and  1990: 


1991 

1990 

Cost 

Market 

Cost 

Market 

State  and  local 

government 

series 

$  633,000 

$  633,000 

$  673,000 

$  673,000 

Corporate  medium 

term  notes 

3,001,308 

3,021,788 

14,081,179 

14,101,960 

Repurchase 

agreements 

2,000,000 

2,000,000 

5, 000, 000 

5,010,757 

U.S.  Agency  medium 

term  notes 

15,401,821 

15,472,978 

8,982,590 

8,979,580 

U.S.  Agency  discount 

notes 

2,840, 766 

2,869,600 

U.S.  Treasury 

derivatives 

7.999.538 

8,086.893 

$31.876. 433 

$32,084,259 

$28, 736, 769 

$28, 765. 297 

At  June  30,   1991  and  1990,  cash,  cash  equivalents  and  investments 
of  $24,099,363  and  $22,498,536,  respectively,  was  restricted  for 
such  purposes  as  specific  mortgage  commitments,  repayment  of 
certain  bonds  payable  (Note  G)  and  mortgage  tax,  insurance, 
replacements  and  other  project  escrows. 


D .     Mortgages  Receivable: 

Mortgages  and  loans  are  secured  by  a  first  or  shared  first 
position  in  the  underlying  or  related  property  except  for  one  loan 
collateralized  by  a  lien  on  bank  deposits. 

During  the  fiscal  years  ended  June  30,   1991  and  1990,  the  Bank 
restructured  mortgages  representing  an  aggregate  investment, 
including  accrued  interest  receivable,  of  $3,690,875  and 
$7,008,606,  respectively.     Interest  income  related  to  restructured 
mortgages  for  the  years  ended  June  30,   1991  and  1990  was  $234,061 
and  $510,125,  respectively. 


Continued 
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GOVERNMENT  LAND  BANK 
NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


Mortgages  receivable  are  shovm  net  of  an  allowance  for  loan  losses 
of  $1,933,100  and  $866,638  at  June  30,   1991  and  1990, 
respectively.     The  allowance  for  loan  losses  is  established 
through  a  reserve  for  loan  losses  charged  to  expense.     Loans  are 
charged  against  the  reserve  when  the  Bank  believes  the 
collectibility  of  the  principal  is  unlikely.     The  allowance  is  an 
cunount  that  the  Bank  believes  will  be  adequate  to  absorb  possible 
losses  on  existing  loans  that  may  become  uncollectible,  based  on 
evaluations  of  the  collectibility  of  loans. 


E .     Other  Real  Estate  Owned: 

Other  real  estate  owned  represents  land  and  a  building  which  was 
foreclosed  on  by  the  Bank  in  May  1990.     At  that  time  the  Bank 
incurred  a  charge  of  $133,362  against  the  loan  loss  reserve  for 
the  difference  between  the  fair  market  value  and  the  outstanding 
mortgage.     In  May  1990,  a  memorandum  of  sale  was  signed  for  the 
sale  of  the  property  to  an  unrelated  third  party  for  $235,000  and 
was  contingent  on  the  buyer  fulfilling  the  terms  of  the  memorandum 
and  Land  Court  approval.     During  fiscal  1991  both  events  occurred. 
The  terms  of  the  memorandum  were  fulfilled  and  the  Land  Court 
approved  the  sale  of  the  property. 


F .     Outstanding  Commitments  and  Mortgages  Issued; 

The  Bank  was  committed  to  issuing  $23,083,896  and  $21,574,484  of 
mortgages  at  June  30,   1991  and  1990,  respectively.     The  Bank 
issued  mortgage  loans  aggregating  $5,151,325   ($4,301,176  of  funds 
disbursed  in  fiscal  1991)  and  $1,186,555  during  fiscal  years  1991 
and  1990,  respectively. 


G.     Bonds  Payable; 

Under  the  terms  of  Chapter  212  of  the  Acts  of  1975  (as  amended), 
the  Treasurer  of  The  Commonwealth  of  Massachusetts  is  authorized 
to  issue  general  obligation  notes  and  bonds  up  to  an  aggregate  sum 
of  $40,000,000  to  carry  out  the  purposes  of  the  Bank.  The 
obligation  for  the  repayment  of  principal  and  interest  to  the 
bondholders  rests  with  the  Commonwealth.     Principal  and  interest 
received  by  the  Bank,  less  certain  administrative  expenses,  on  the 
related  mortgages  receivable  for  the  bonds  classified  as 
industrial  development  bonds  or  private  activity  bonds  are 
deposited  into  the  Treasury  of  the  Commonwealth  and  credited  to 
the  Government  Land  Bank  Fund  (GLBF) . 


Continued 
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GOVERNMENT  LAND  BANK 
NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


The  Bank  incurred  interest  expense  of  $1,133,373  and  $1,108,819  in 
1991  and  1990,  respectively.  Actual  interest  paid  by  the  Bank  was 
$292,240  in  1991  and  $303,764  in  1990. 

To  the  extent  that  sufficient  monies  are  not  available  in  the  GLBF 
to  make  scheduled  principal  and  interest  payments  of  the  general 
obligation  bonds  and  notes,  a  deficit  will  occur  in  the  GLBF  on 
the  books  of  The  Commonwealth  of  Massachusetts.     As  authorized  by 
the  General  Court  and  the  Governor  in  Chapter  471  of  the  Acts  of 
1984,  the  deficit  in  the  GLBF  can  be  cured  through  an 
appropriation  from  the  General  Court  or  by  a  vote  of  the  Bank's 
Board  of  Directors  from  reserves.     The  deficit  in  the  GLBF  as  of 
June  30,   1991  was  $16,212,728. 

Accrued  interest  payable  represents  the  total  amount  of  interest 
paid  by  The  Commonwealth  of  Massachusetts  on  general  obligation 
bonds  issued  to  carry  out  the  purposes  of  the  Bank  less  the 
cimounts  of  interest  reimbursed  to  the  Commonwealth  by  the  Bank  and 
refunded  by  the  Commonwealth.     The  Bank  stops  accruing  interest  on 
bonds  when  it  no  longer  has  a  mortgage  interest  in  the  related 
property  and  will  no  longer  receive  principal  and  interest  on  the 
related  mortgage.     Previously  accrued  interest  payable  continues, 
however,  to  be  carried  forward. 

Bonds  payable  represents  the  total  cimount  of  Commonwealth  of 
Massachusetts  general  obligation  bonds  issued  to  carry  out  the 
purposes  of  the  Bank  less  the  amount  of  principal  reimbursed  to 
the  Commonwealth  by  the  Bank  and  less  any  bonds  refunded. 

The  total  amount  of  outstanding  Commonwealth  of  Massachusetts 
general  obligation  bonds  issued  to  carry  out  the  purposes  of  the 
Bank  as  of  June  30,   1991  was  net  of  discount,   $17,701,428.  The 
difference  between  this  amount  which  is  carried  on  the  books  of 
The  Commonwealth  of  Massachusetts  and  $24,298,715  which  is 
reflected  in  the  financial  statements  of  the  Bank  represents 
principal  payments  made  by  the  Commonwealth  to  the  bondholders  in 
excess  of  principal  reimbursements  to  the  Commonwealth  by  the 
Bank. 


Continued 
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GOVERNMENT  LAND  BANK 
NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


As  of  June  30,   1991  and  1990,  the  Bank's  liability  for  bonds 
payable  issued  by  The  Commonwealth  of  Massachusetts  on  behalf  of 
the  Bank  includes  the  following: 

1991  1990 

General  obligation  bonds: 

5.72  bonds  issued  in  1978  and  due  through  1988        $  3, 515, 109(a)       $  3, 517, 375(a) 

6.4-  6.75Z  bonds  issued  in  1979  and  due 
through  1999 

6.9-8.8Z  bonds  issued  in  1980  and  due 
through  1999 

7.75-9Z  bonds  issued  in  1980  and  due  through  1999 
0-11. 75Z  bonds  issued  in  1982  and  due 
through  2002 

10.75Z  bonds  issued  in  1982  and  due  through  2002 
5.75-8.75Z  bonds  issued  in  1983  and  due 
through  2003 

6.5-  10.75Z  bonds  issued  in  1984  and  due 
through  2004 

5.5-9.6Z  bonds  issued  in  1984  and  due 

through  2004 
3. 75-6. 62  bonds  issued  in  1986  and  due 

through  2006 
5.25-6.6Z  bonds  issued  in  1986  and  due 

through  2006 
5.75-7.7Z  bonds  issued  in  1987  and  due 

through  2002 
7Z  bonds  issued  in  1990  and  due  2010 

7.5Z  bonds  issued  in  1991  and  due  2008  915, 422(e)  -  

$24.298,715  $23,540.289 


3, 750, 488(a) 

4, 000, 000(a) 
2, 385, 000(a) 

365, 169(a) 
470,168(^ 

146,949(0) 

339, 740(b) 

2, 021, 606(b) 

745, 733(d) 

633, 782(d) 

2, 109, 549(d) 
2,900,000(6) 


3, 750, 552(a) 

4,000,000(3) 
2, 385, 000(a) 

365, 169(a) 
(y       540, 044(c) 

164, 047(c) 

339, 740(b) 

2, 021, 606(b) 

754, 952(d) 

673, 377(d) 

2, 128, 427(d) 
2,900,000(6) 


(a)  These  bonds  were  issued  by  The  Commonwealth  of 
Massachusetts  on  behalf  of  the  Bank  between  March  1,  1978 
and  May  12,  1982. 

(b)  During  the  year  ended  June  30,   1984,  The  Commonwealth  of 
Massachusetts  issued  $5,961,391  of  general  obligation  bonds 
which  were  applied  to  that  portion  of  the  deficit  resulting 
from  these  bonds  through  June  30,   1984.     This  was  applied 
to  $2,794,036  of  unpaid  principal  and  $3,167,355  of  unpaid 
interest.     This  $5,961,391  reduced  the  $40,000,000  in 
Commonwealth  of  Massachusetts  general  obligation  bonds 
available  to  the  Bank. 


Continued 
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GOVERNXENT  LAND  BANK 
NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


(c)  These  bonds  have  been  classified  as  industrial  development 
bonds   ( IDBs ) . 

(d)  These  bonds  have  been  classified  as  private  activity  bonds. 

(e)  During  the  years  ended  June  30,   1991  and  1990  The 
Commonwealth  of  Massachusetts  issued  $915,422  and 
$2,900,000  of  general  obligation  bonds,  respectively.  The 
proceeds  were  used  to  reimburse  the  Bank  for  a  portion  of 
the  Bank's  grant  expenditures. 

Installments  due  on  the  general  obligation  bonds  by  The 
Commonwealth  of  Massachusetts  on  a  cash  basis,  during  each  of  the 
fiscal  years  subsequent  to  June  30,   1991,  and  until  the  expiration 
of  the  Bank's  enabling  legislation  are  as  follows: 


Principal              Interest  Total 

1992  $1,621,401  $1,330,593  $2,951,994 

1993  1,747,639               1,210,954  2,958,593 

1994  1,513,734               1,084,780  2,598,514 


Taxable  Bonds,    1987  Series: 


In  December  1987,   the  Bank  issued  $32,275,000  of  Government  Land 
Bank  Taxable  Bonds,   1987  Series  pursuant  to  Chapter  130  of  the  Acts 
of  1987  and  pursuant  to  a  resolution  of  the  Bank  adopted  December 
17,   1987  entitled  "1987  Taxable  Bond  Resolution"  which  authorized 
the  Bank  to  issue  these  bonds  to  provide  financing  for  its  projects 
and  operating  costs.     In  connection  with  the  issuance  of  such  bonds 
and  by  Contract  for  Financial  Assistance  dated  October  27,  1987 
between  the  Bank  and  The  Commonwealth  of  Massachusetts,   and  a 
Designation  of  Debt  Service  Obligations  for  Contract  Assistance 
dated  December  17,   1987  pursuant  to  the  contract  and  resolution,  the 
Commonwealth  will  provide  all  funds  necessary,  through  contract 
assistance,  required  to  service  the  bonds.     Debt  service 
requirements  are  as  follows: 


Interest          Fiscal  Total  Contract 

Rate               Year          Principal  Interest  Assistance 

9.20%               1992         $  4,745,000  $1,251,675  $  5,996,675 

9.35%              1993            5,205,000  790,071  5,995,071 

9.55%               1994             5,725,000  273.369  5,998,369 

$15,675,000  $2.^315,_115  $17,990,  115 
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GOVERNMENT  LAND  BANK 
NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


Principal  payments  are  due  annually  while  interest  payments  are 
due  semiannually.     Contract  assistance  and  interest  expense 
includes  $61,248  and  $77,233  of  accrued  interest  as  of  June  30, 
1991  and  1990,  respectively.     Actual  interest  paid  by  the  Bank  was 
$1,661,769  in  1991  and  $2,024,518  in  1990. 


I .     Rental  Commitments; 

Effective  October  1,   1986,  the  Bank  commenced  a  five-year  lease 
for  office  space  with  an  annual  rental  cost  of  approximately 
$111,000  plus  variable  assessments  for  real  estate  taxes  and 
operating  expenses.     During  1991  the  lease  was  amended  and  the 
Bank  commenced  a  new  five-year  lease  effective  February  1,  1991. 
The  new  lease  resulted  in  a  reduction  of  annual  rental  cost  from 
$111,000  to  approximately  $91,190  plus  variable  assessments  for 
real  estate  taxes  and  operating  expenses. 

Office  rental  expense  was  $117,278  and  $123,899  for  the  years 
ended  June  30,   1991  and  1990,  respectively. 


J .     Deferred  Revenue; 

Included  in  accrued  interest  receivable  and  deferred  revenue  is 
$657,233  and  $556,328  at  June  30,   1991  and  1990,  respectively,  of 
deferred  interest  on  two  mortgages.     These  amounts  represent  the 
cumulative  difference  between  the  fixed  accrual  and  the  annually 
adjustable  payment  interest  rates.     The  interest  will  become  due 
and  payable  upon  the  occurrence  of  certain  events. 


K .     Grant  Expenditures; 

The  Bank  entered  into  a  grant  agreement  dated  December  14,  1988 
with  the  Lawrence  Redevelopment  Authority  for  the  purpose  of 
funding  site  improvements  related  to  the  relocation  of  Emerson 
College,  referred  to  as  the  Riverfront  Urban  Renewal  project.  The 
bank  agreed  to  finance  up  to  $3,825,000  in  costs,  to  be  fully 
reimbursed  by  The  Commonwealth  of  Massachusetts  from  the  proceeds 
of  general  obligation  bonds  to  be  issued  after  all  related  costs 
have  been  incurred.     During  fiscal  year  1990,  Emerson  College 
abandoned  its  plans  to  relocate;  however,  the  Bank  was  still 
committed  to  its  grant  agreement  and  at  June  30,   1990  the  Bank's 
role  was  complete.     Construction,  architectural  and  engineering, 
and  related  retainage  costs  incurred  totaled  $3,760,020.     The  Bank 
also  incurred  an  additional  $55,402  of  professional  service  costs 
related  to  administering  the  grant.     During  fiscal  1991  and  1990, 
the  Bank  received  from  the  Commonwealth  $915,422  and  $2,900,000, 
respectively,  the  proceeds  of  two  bond  issues  to  fund  total  costs. 
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REPORT  OF   INDEPENDENT  ACCOUNTANTS 


Board  of  Directors  of 
Government  Land  Bank: 

We  have  audited  the  accompanying  balance  sheets  of 
Government  Land  Bank  as  of  June  30,    1992  and  1991,   and  the  related 
statements  of  revenue  and  expenses,   changes  in  contributed  capital  and 
accumulated  surplus,    and  cash  flows  for  the  years  then  ended.  These 
financial  statements  are  the  responsibility  of  the  Company's 
management.     Our  responsibility  is  to  express  an  opinion  on  these 
financial  statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  generally 
accepted  auditing  standards.     Those  standards  require  that  we  plan  and 
perform  the  audits  to  obtain  reasonable  assurance  about  whether  the 
financial  statements  are  free  of  material  misstatement.     An  audit 
includes  examining,   on  a  test  basis,    evidence  supporting  the  amounts 
and  disclosures  in  the  financial  statements.     An  audit  also  includes 
assessing  the  accounting  principles  used  and  significant  estimates 
made  by  management,   as  well  as  evaluating  the  overall  financial 
statement  presentation.     We  believe  that  our  audits  provide  a 
reasonable  basis  for  our  opinion. 

In  our  opinion,   the  financial  statements  referred  to  above 
present  fairly,   in  all  material  respects,   the  financial  position  of 
Government  Land  Bank  as  of  June  30,    1992  and  1991,   and  the  results  of 
its  operations  and  its  cash  flows  for  the  years  then  ended,  in 
conformity  with  generally  accepted  accounting  principles. 


Boston,  Massachusetts 
October  2,  1992 


GOVERNMENT  LAND  BANK 
BALANCE  SHEETS 
June  30,    1992  and  1991 


ASSETS  1992  1991 

Cash  and  cash  equivalents    (Notes  B  and  C)        $10,618,573  $16,984,617 

Investments,  at  cost  (Note  C)  33,929,852  32,064,704 
Grant  receivable  from  the  Commonwealth 

(Note  G)  43,059  61,248 

Interest  receivable    (Note  D)  1,749,698  1,432,471 

Projects'    accounts  receivable  567,777  84,072 

Mortgages  receivable,   net    (Note  D)  25,834,274  19,678,611 

Projects  in  progress  296,604  290,879 

Prepaid  expenses  125,671  149,685 
Fixed  assets,   at  cost  less  accumulated 
depreciation  of  $166,381  in  1992 

and  $132,  654  in  1991  100,551   9,  655 

Total  assets  $73, 266, 059  $70, 755, 942 


LIABILITIES  AND  FUND  EQUITY 

Accrued  interest  payable    (Notes  F,    G  and  M)  $   9,907,965  $  9,267,393 

Bonds  payable   (Notes  F  and  M)  21,804,825  24,298,715 

Taxable  bonds,    1987  series    (Note  G)  10,930,000  15,675,000 

Other  liabilities  933,547  573,813 

Deferred  revenue    (Note  I)  765,  726  657 , 233 

Total  liabilities  44,342,063  50,472,154 

Commitments  and  contingencies    (Notes  H,  E 
and  L) 

Contributed  capital  and  accumulated 

surplus    (Note  M)  28, 923, 996       20, 283 , 788 

Total  liabilities,  contributed 
capital  and  accumulated 

surplus  $73,266, 059     $70, 755, 942 


The  accompanying  notes  are  an  integral  part 
of  the  financial  statements. 
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GOVERNMENT  LAND  BANK 
STATEMENTS  OF  REVENUE  AND  EXPENSES 
for  the  years  ended  June  30,    1992  and  1991 


1992 

1991 

Interest  income: 

Investment  interest 

Interest  on  mortgages    (Note  D) 

$2, 902, 513 
1 , 768, 168 

$3,773,206 
1, 441, 065 

4, 670, 681 

5,214, 271 

Interest  expense    (Note  F) 

938, 084 

1, 133, 373 

Net  interest  income 

3, 732, 597 

4,080, 898 

Other  income 

68, 893 

71, 903 

Total  income 

3, 801, 490 

4, 152, 801 

Operating  expenses: 

Salaries  and  related  employee  expenses 

Legal  services 

Rent  and  utilities 

Professional  fees 

Communications 

Office  supplies  and  services 
Depreciation  and  amortization 
uuner  aommi s ura uive 
Provision  for  loan  loss 

869, 716 
251, 026 
137, 691 
699, 140 
62, 397 
94, 151 
83, 307 

p  C     7  o  c 
o  O  ,  J  Z  O 

19, 302 

676, 956 
68, 747 
139, 106 
369, 980 
16, 630 
59, 986 
58, 681 

DH , OHO 

1, 073, 887 

2, 302, 055 

2,518, 619 

State  grants  -  contract  assistance 

(Note  G) 
Interest  expense   (Note  G) 

5, 978, 486 
(1, 233, 486) 

5, 980, 783 
(1, 645, 783) 

Net  contract  assistance 

4, 745, 000 

4, 335, 000 

Excess  revenue 

$6,244, 435 

$5, 969, 182 

The  accompanying  notes  are  an  integral  part 
of  the  financial  statements. 
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GOVERNMENT  LAND  BANK 

STATEMENTS  OF   CHANGES   IN  CONTRIBUTED  CAPITAL 
AND  ACCUMULATED  SURPLUS 

for  the  years  ended  June  30,    1992  and  1991 


Balance,   June  30,    1990  $14,314,606 

Excess  revenue  for  the  year  ended  June  30,    1991  5, 969, 182 

Balance,   June  30,    1991  20,283,788 

Relief  of  general  obligation  bonds  payable  by 

The  Commonwealth  of  Massachusetts    (Note  M)  2,395,773 

Excess  revenue  for  the  year  ended  June  30,    1992  6,244,435 

Balance,    June  30,    1992  $28, 923, 996 


The  accompanying  notes  are  an  integral  part 
of  the  financial  statements. 
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GOVERNMENT  LAND  BANK 
STATEMENTS  OF  CASH  FLOWS 
for  the  years  ended  June  30,    1992  and  1991 


1992 


1991 


Excess  revenue 

Adjustments  to  reconcile  operating  income  to 

net  cash  provided  by  operating  activities: 
Depreciation  and  amortization 
Net  amortization/accretion  of  investment 
premiums 

Provision  for  uncollectible  accounts 
Change  in  assets  and  liabilities: 

Grant  receivable  from  the  Commonwealth 

Interest  receivable 

Projects'   accounts  receivable 

Projects  in  progress 

Prepaid  expenses 

Interest  payable 

Other  liabilities 

Deferred  revenue 

Total  adjustments 

Net  cash  provided  by  operating  activities 

Cash  flows  from  capital  and  related  financing 
activities : 

Proceeds  from  issuance  of  general  obligation 
bonds 

Acquisition  of  capital  assets 
Principal  paid  on  general  obligation  bond 
maturities 

Principal  paid  on  taxable  bond  maturities 
Issuance  of  mortgages 
Principal  received  on  mortgages 
Proceeds  from  sale  cf  foreclosed  property 

Net  cash  used  in  capital  and  related  financing 
activities 

Cash  flows  from  investing  activities: 

Investment  in  marketable  securities,  net 

Net  cash  used  in  investing  activities 

Net  decrease  in  cash  and  cash  equivalents 

Cash  and  cash  equivalents  at  beginning  of  year 

Cash  and  cash  equivalents  at  end  of  year 


$  6,244,435 


83, 307 

(329, 091) 
172, 100 

18, 189 
<317,227) 
(483, 705) 
(5, 725) 
24, 014 
640, 572 
359, 734 
108, 493 


(124, 923) 

(98, 032) 
(4, 745, 000) 
(6, 592, 202) 

608, 639 


270, 661 


6, 515, 096 


(10, 951, 518) 


(1, 929, 622) 


(1, 929, 622) 
(6, 366, 044 ) 
16, 984 , 617 
$10, 618, 573 


?  58,681 

112, 160 
1, 073, 887 

15, 985 
53, 650 

(39, 671) 
47, 346 
45, 595 

825, 147 
(294,175) 

100, 905 


915, 422 
(1,138) 

(156, 909) 
(4, 335, 000) 
(4, 301, 176) 
979, 933 
235, OOP 


(3,251, 824) 


$  5, 969, 182 


1, 999, 510 
7, 968, 692 


(6, 663, 868) 

(3,251, 824) 
(1, 947, OOP) 
18, 931, 617 
$16, 984 , 617 


The  accompanying  notes  are  an  integral  part 
of  the  financial  statements. 
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GOVERNMENT  LAND  BANK 
NOTES   TO  FINANCIAL  STATEMENTS 


The  Government  Land  Bank   (the  "Bank")    is  a  public  instrumentality 
created  by  Chapter  212  of  the  Acts  of  1975    (as  amended) .      Its  purpose 
is  to  aid  public  agencies  or  private  enterprise  in  the  conversion  and 
redevelopment  of  surplus  federal  property  within  Massachusetts, 
surplus  state  property,    and  blighted  open,    decadent  or  substandard 
property.     The  Bank  receives  no  operating  appropriation  from  The 
Commonwealth  of  Massachusetts  but  has  access  to  $40,000,000  of 
Commonwealth  of  Massachusetts  general  obligation  bonds  and  notes  as  a 
source  for  funding  its  projects  and  operating  costs.     Under  Chapter 
130  of  the  Acts  of  1987,   the  Bank  is  authorized  to  issue  up  to 
$40,000,000  of  its  own  debt  which  is  secured  by  a  pledge  of  contract 
assistance  from  The  Commonwealth  of  Massachusetts  in  the  amount  of 
approximately  $6,000,000  a  year  over  seven  years  beginning  in  fiscal 
year  1988  to  pay  for  debt  service  obligations  of  the  Bank.  The 
enabling  legislation  for  the  Bank  expires  June  30,  1998. 


A.     Significant  Accounting  Policies: 
Revenue  Recognition 

Interest  income  is  recognized  as  earned.     For  mortgages 
receivable  with  interest  payments  in  arrears,   the  Bank  continues 
to  accrue  interest  until  such  time  as  the  mortgage  agreement  is 
restructured  or  the  interest  receivable  is  deemed  to  be 
uncollectible.     When  mortgages  are  restructured,  interest 
payments  in  arrears,   net  of  any  amounts  deemed  uncollectible, 
are  aggregated  with  the  outstanding  principal  balance  and 
interest  is  accrued  on  the  new  principal  balance. 

Reimbursement  for  mortgage  origination  costs  is  recognized  when 
the  loan  is  closed  and  serves  to  reduce  the  related  professional 
fees  . 

Depreciation 

Fixed  assets  are  recorded  at  cost  and  consist  primarily  of 
office  equipment,    furniture  and  leasehold  improvements,  which 
are  depreciated  on  the  straight-line  method  over  an  estimated 
useful  life  of  3  years. 

Maintenance  and  repairs  are  charged  to  expense  when  incurred 
while  betteirments  and  additions  are  capitalized. 


Continued 
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GOVERNMENT  LAND  BANK 
NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


Projects  in  Progress 

Costs,    excluding  Bank  salaries  and  related  employee  benefits, 
which  are  incurred  subsequent  to  the  Board  of  Directors'  project 
approval,    are  accumulated  and  capitalized  until  the  project  is 
completed  or  abandoned. 

Bonds  Payable 

Bonds  payable  are  recorded  at  date  of  issuance  by  The 
Commonwealth  of  Massachusetts. 

Prepaid  Bond  Expense 

Prepaid  bond  expense  is  amortized  over  the  life  of  the 
associated  bonds. 


B .     Cash  and  Cash  Equivalents: 

Cash  and  cash  equivalents  consist  of  amounts  on  hand  and  highly 
liquid  investments  with  maturities  of  three  months  or  less  when 
acquired.     Cash  and  cash  equivalents  consist  of  the  following  at 
June  30,    1992  and  1991 : 

1992  1991 

$       240,328     $  11,320 
10,378,245  10,687,672 

985,625 

3,300,000 
 *  2, 000,000 

$10, 618, 573     $16, 984, 617 

Except  for  the  commercial  and  money  market  accounts,   all  cash, 
cash  equivalents  and  investments  are  held  on  behalf  of  the  Bank  by 
the  Bank's  Trustees  and  custodians. 


Commercial  account 
Money  market  accounts 
U.S.  Agency  discount  notes 
Commercial  paper,  corporate 

bonds  and  notes 
Repurchase  agreements 
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Investments : 

Investments  are  valued  at  the  lower  of  aggregate  cost  or  market 
value  and  have  maturities  greater  than  ninety  days  from  fiscal 
year-end . 

The  following  is  a  summary  of  investments  held,  at  cost  and  market 
value,   at  June  30,    1992  and  1991: 


19 

92 

1991 

Cost 

Ma  rket 

Cost 

M 

a  rket 

state  and  local 

government  series 

$  593,000 

$  593,000 

$  633,000 

$ 

633, 000 

Corporate  medium 

term  notes 

11, 006,134 

11, 109, 340 

3, 001, 308 

3, 

021, 788 

Repurchase 

agreements 

2, 014, 725 

2, 

COO, 000 

U.S.  Agency  medium 

terms  notes 

10, 339, 840 

10,701, 688 

15, 419, 923 

15, 

472, 978 

U.S.  Agency  discount 

notes 

2, 939, 495 

2, 

869, 600 

U.S.  Treasury 

derivatives 

11, 990,878 

12, 078, 536 

8, 056, 253 

8. 

086, 893 

$33, 929, 852 

$34^  482,  564 

S32, 064, 704 

0  8  4,259 

At  June  30,    1992  and  1991,    cash,    cash  equivalents  and  investments 
of  $19,250,824  and  $24,099,363,   respectively,   were  restricted  for 
such  purposes  as  specific  mortgage  commitments,    repayment  of 
certain  bonds  payable    (Note  G)   and  mortgage  tax,  insurance, 
replacements  and  other  project  escrows. 


Mortgages  Receivable: 

Most  mortgages  and  loans  are  secured  by  a  first  or  shared  first 
position  in  the  underlying  property.     Two  loans  are  secured  by  a 
second  position  in  the  underlying  property.     One  loan  is 
collateralized  by  a  lien  on  bank  deposits. 

During  the  fiscal  years  ended  June  30,   1992  and  1991,   the  Bank 
restructured  mortgages  representing  an  aggregate  investment, 
including  accrued  interest  receivable,   of  $4,251,859  and 
$3,690,875,   respectively.     Interest  income  related  to  restructured 
mortgages  for  the  years  ended  June  30,   1992  and  1991  was  $275,151 
and  $234,061,  respectively. 
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Mortgages  receivable  are  shown  net  of  an  allowance  for  loan  losses 
of  $1,761,000  and  $1,933,100  at  June  30,    1992  and  1991, 
respectively.     The  allowance  for  loan  losses  is  established 
through  a  reserve  for  loan  losses  charged  to  expense.     Loans  are 
charged  against  the  reserve  when  the  Bank  believes  the 
collectibility  of  the  principal  is  unlikely.     The  allowance  is  an 
amount  that  the  Bank  believes  will  be  adequate  to  absorb  possible 
losses  on  existing  loans  that  may  become  uncollectible,   based  on 
evaluations  of  the  collectibility  of  loans. 


E .     Outstanding  Commitments  and  Mortgages  Issued: 

The  Bank  was  committed  to  issuing  $18,047,167  and  $23,083,896  of 
mortgages  at  June  30,    1992  and  1991,    respectively.     The  Bank 
issued  mortgage  loans  aggregating  $6,641,250    ($6,592,202  of  funds 
disbursed  in  fiscal  1992)    and  $5,151,325  during  fiscal  years  1992 
and  1991,  respectively. 


F .     Bonds  Payable: 

Under  the  terms  of  Chapter  212  of  the  Acts  of  1975    (as  amended) , 
the  Treasurer  of  The  Commonwealth  of  Massachusetts  is  authorized 
to  issue  general  obligation  notes  and  bonds  up  to  an  aggregate  sum 
of  $40,000,000  to  carry  out  the  purposes  of  the  Bank.  The 
obligation  for  the  repayment  of  principal  and  interest  to  the 
bondholders  rests  with  the  Commonwealth.     Principal  and  interest 
received  by  the  Bank,   less  certain  administrative  expenses,   on  the 
related  mortgages  receivable  for  the  bonds  classified  as 
industrial  development  bonds  or  private  activity  bonds  are 
deposited  into  the  Treasury  of  the  Commonwealth  and  credited  to 
the  Government  Land  Bank  Fund   (GLBF) . 

The  Bank  incurred  interest  expense  of  $1,055,631  and  $1,133,373 
in  1992  and  1991,   respectively.     Actual  interest  paid  by  the  Bank 
was  $279,410  in  1992  and  $292,240  in  1991. 

To  the  extent  that  sufficient  monies  are  not  available  in  the  GLBF 
to  make  scheduled  principal  and  interest  payments  of  the  general 
obligation  bonds  and  notes,   a  deficit  will  occur  in  the  GLBF  on 
the  books  of  The  Commonwealth  of  Massachusetts.     As  authorized  by 
the  General  Court  and  the  Governor  in  Chapter  471  of  the  Acts  of 
1984,   the  deficit  in  the  GLBF  can  be  cured  through  an 
appropriation  from  the  General  Court  or  by  a  vote  of  the  Bank' s 
Board  of  Directors  from  reserves.     The  deficit  in  the  GLBF  as  of 
June  30,    1992  was  $18,008,441. 
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Accrued  interest  payable  represents  the  total  amount  of  interest 
paid  by  The  Commonwealth  of  Massachusetts  on  general  obligation 
bonds  issued  to  carry  out  the  purposes  of  the  Bank  less  the 
amounts  of  interest  reimbursed  to  the  Commonwealth  by  the  Bank  and 
refunded  by  the  Commonwealth.     The  Bank  stops  accruing  interest  on 
bonds  when  it  no  longer  has  a  mortgage  interest  in  the  related 
property  and  will  no  longer  receive  principal  and  interest  on  the 
related  mortgage.     Previously  accrued  interest  payable  continues, 
however,    to  be  carried  forward. 

Bonds  payable  represents  the  total  amount  of  Commonwealth  of 
Massachusetts  general  obligation  bonds  issued  to  carry  out  the 
purposes  of  the  Bank  less  the  amount  of  principal  reimbursed  to 
the  Commonwealth  by  the  Bank  and  less  any  bonds  refunded. 

The  total  amount  of  outstanding  Commonwealth  of  Massachusetts 
general  obligation  bonds  issued  to  carry  out  the  purposes  of  the 
Bank  as  of  June  30,    1992  was,   net  of  discount,  $14,462,129. 

The  difference  between  this  amount  which  is  carried  on  the  books 
of  The  Commonwealth  of  Massachusetts  and  $21,804,825  reflected  in 
the  financial  statements  of  the  Bank  represents  principal  payments 
made  by  the  Commonwealth  to  the  bondholders  in  excess  of  principal 
reimbursements  to  the  Commonwealth  by  the  Bank. 

As  of  June  30,    1992  and  1991,   the  Bank's  liability  for  bonds 
payable  issued  by  The  Commonwealth  of  Massachusetts  on  behalf  of 
the  Bank  includes  the  following: 


1992 


1991 


General  obligation  bonds: 

5.7%  bonds  issued  in  1978  and  due  through  1988 

6.4-  6.75%  bonds  issued  in  1979  and  due  through  1999 
6.9-8.8%  bonds  issued  in  1980  and  due  through  1999 
7.75-9%  bonds  issued  in  1980  and  due  through  1999 
0-11.75%  bonds  issued  in  1982  and  due  through  2002 
10.75%  bonds  Issued  in  1982  and  due  through  2002 
5.75-8.75%  bonds  issued  in  1983  and  due  through  2003 

6.5-  10.75%  bonds  issued  in  1984  and  due  through  2004 
5.5-9.6%  bonds  issued  in  1984  and  due  through  2004 
3.75-6.6%  bonds  issued  in  1986  and  due  through  2006 
5.25-6.6%  bonds  issued  in  1986  and  due  through  2006 
5.75-7.7%  bonds  issued  in  1987  and  due  through  2002 
7%  bonds  issued  in  1990  and  due  2010 

7.5%  bonds  issued  in  1991  and  due  2008 


3,262, 
3, 500, 
2, 500, 
2, 385, 
303, 
444, 
146, 
259, 
1, 767, 
735, 
594, 
2, 088, 
2, 900, 
915, 


845(a) 
422 (a) 
000  (a) 
000 (a) 
893(a) 
607 (c) 
949  (c) 
596(b) 
253 (b) 
778 (d) 
187 (d) 
873 (d) 
000(e) 
422 (e) 


3, 515, 
3, 750, 
4, 000, 
2, 385, 
365, 
470, 
146, 
339, 
2, 021, 
745, 
633, 
2,109, 
2, 900, 
915, 


109 (a) 
488 (a) 
000 (a) 
000 (a) 
169 (a) 
168 (c) 
949  (c) 
740 (b) 
606 (b) 
733(d) 
782 (d) 
549 (d) 
000 (e) 
422 (e) 


$21, 804, 825 


$24, 298, 715 


(a)    These  bonds  were  issued  by  The  Commonwealth  of 

Massachusetts  on  behalf  of  the  Bank  between  March  1,  1978 
and  May  12,  1982. 
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(b)  During  the  year  ended  June  30,    1984,   The  Commonwealth  of 
Massachusetts  issued  $5,961,391  of  general  obligation  bonds 
which  were  applied  to  that  portion  of  the  deficit  resulting 
from  these  bonds  through  June  30,    1984.     This  was  applied  to 
$2,794,036  of  unpaid  principal  and  $3,167,355  of  unpaid 
interest.     This  $5,961,391  reduced  the  $40,000,000  in 
Commonwealth  of  Massachusetts  general  obligation  bonds 
available  to  the  Bank. 

(c)  These  bonds  have  been  classified  as  industrial  development 
bonds    (IDBs) . 

(d)  These  bonds  have  been  classified  as  private  activity  bonds. 

(e)  During  the  years  ended  June  30,    1991  and  1990  The 
Commonwealth  of  Massachusetts  issued  $915,422  and  $2,900,000 
of  general  obligation  bonds,    respectively.     The  proceeds 
were  used  to  reimburse  the  Bank  for  a  portion  of  the  Bank' s 
grant  expenditures. 

Installments  due  on  the  general  obligation  bonds  by  The 
Commonwealth  of  Massachusetts  on  a  cash  basis,   during  each  of  the 
fiscal  years  subsequent  to  June  30,    1992,    and  until  the  expiration 
of  the  Bank's  enabling  legislation  are  as  follows: 


Principal 

Interest 

Total 

1993 

$1, 008, 556 

$  694,199 

$1, 702, 755 

1994 

980, 258 

623, 117 

1, 603, 375 

1995 

996, 536 

553, 558 

1, 550, 094 

1996 

931, 675 

481, 897 

1,413,572 

1997 

773, 956 

415,445 

1,189,401 

1998 

750, 000 

354, 177 

1, 104, 177 

Taxable  Bonds,    1987  Series: 

In  December  1987,   the  Bank  issued  $32,275,000  of  Government  Land 
Bank  Taxable  Bonds,   1987  Series  pursuant  to  Chapter  130  of  the 
Acts  of  1987  and  pursuant  to  a  resolution  of  the  Bank  adopted 
December  17,    1987  entitled  "1987  Taxable  Bond  Resolution"  which 
authorized  the  Bank  to  issue  these  bonds  to  provide  financing  for 
its  projects  and  operating  costs.     In  connection  with  the  issuance 
of  such  bonds  and  by  Contract  for  Financial  Assistance  dated 
October  27,   1987  between  the  Bank  and  The  Commonwealth  of 
Massachusetts,   and  a  Designation  of  Debt  Service  Obligations  for 
Contract  Assistance  dated  December  17,    1987  pursuant  to  the 
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contract  and  resolution,    the  Commonwealth  will  provide  all  funds 
necessary,   through  contract  assistance,    required  to  service  the 
bonds.     Debt  service  requirements  are  as  follows: 

Interest      Fiscal  Total  Contract 

Rate  Year  Principal  Interest  Assistance 

9.35%  1993         $  5,  205,000  $     790,  071  $  5,995,  071 

9.55%  1994  5,  725,  000  273, 369  5, 998, 369 

$10, 930, 000  $1,  063, 440  $11, 993, 440 


Principal  payments  are  due  annually  while  interest  payments  are 
due  semiannually.     Contract  assistance  and  interest  expense 
includes  $43,059  and  $61,248  of  accrued  interest  as  of  June  30, 
1992  and  1991,    respectively.     Actual  interest  paid  by  the  Bank  was 
$1,251,676  in  1992  and  $1,661,769  in  1991. 


H .     Rental  Commitments: 

Effective  October  1,    1986,   the  Bank  commenced  a  five-year  lease 
for  office  space  with  an  annual  rental  cost  of  approximately 
$111,000  plus  variable  assessments  for  real  estate  taxes  and 
operating  expenses.     During  1991  the  lease  was  amended  and  the 
Bank  commenced  a  new  five-year  lease  effective  February  1,  1991. 
The  new  lease  resulted  in  a  reduction  of  annual  rental  cost  from 
$111,000  to  approximately  $91,190  plus  variable  assessments  for 
real  estate  taxes  and  operating  expenses.     During  1992,   the  lease 
was  amended  effective  January  1,    1992  to  include  additional  space. 
The  new  lease  resulted  in  an  increase  of  annual  rental  cost  from 
$91,190  to  approximately  $130,896,   plus  variable  assessments  for 
real  estate  taxes  and  operating  expenses. 

Office  rental  expense  was  $108,549  and  $117,278  for  the  years 
ended  June  30,   1992  and  1991,  respectively. 


I .     Deferred  Revenue: 

Deferred  revenue  of  $765,726  and  $657,233  at  June  30,    1992,  and 
June  30,   1991,   respectively,   consists  of  deferred  interest  on 
three  mortgages  during  1992  and  two  mortgages  during  1991.  These 
amounts  represent  the  cumulative  difference  between  the  fixed 
accrual  and  the  annually  adjustable  payment  interest  rates.  The 
interest  will  become  due  and  payable  upon  the  occurrence  of 
certain  events. 
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J.     Account  Classification: 

Various  income  statement  and  balance  sheet  accounts  for  1991  have 
been  reclassified  to  conform  to  the  classifications  used  in  the 
1992  financial  statements,   with  no  effect  on  previously  reported 
results  from  operations. 


K .     Financial  Instruments: 

The  AICPA  has  issued  Statement  of  Financial  Accounting  Standard 
#107  which  requires  entities  to  disclose  the  market  value  of 
financial  instruments,    including  obligations  to  pay  or  rights  to 
receive  cash.     The  statement  does  not  require  entities  with  total 
assets  less  than  $150,000,000  to  adopt  the  statement  until  1995. 
The  Bank  has  elected  to  postpone  the  adoption  of  the  statement  for 
fiscal  year  1992. 


L .     Contingency : 

Certain  properties  financed  by  mortgages  held  by  the  Bank  receive 
income  in  part  from  state  Section  707  subsidies.     As  part  of  the 
fiscal  year  1993  budget  cuts,   the  state  has  proposed  reducing  707 
payments.     Such  reduction  in  707  subsidies  may  adversely  effect 
the  value  and  future  cash  flows  of  the  properties.     While  these 
cuts  are  not  yet  certain,   the  Bank's  management  has  estimated  the 
effect,    if  any,   would  not  materially  impact  the  financial 
condition  of  the  Bank.      In  addition,    such  cuts  could  require  the 
restructuring  of  mortgage  loans,   thereby,   adversely  effecting 
future  earnings. 


M,     Bond  Refunding: 

During  fiscal  year  1992  The  Commonwealth  of  Massachusetts  refunded 
certain  bonds  issued  on  behalf  of  the  Bank  reducing  the  carrying 
value  of  these  bonds.     Previously  accrued  interest  continues  to  be 
carried  as  interest  payable.     Six  general  obligation  bonds  were 
affected  resulting  in  a  total  reduction  in  the  amount  of 
$2,395,773  in  principal  which  was  credited  to  contributed  capital. 
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